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1. SPCC PRESIDENT FRANK ARCHIBALD AND REPRESENTATIVE BRYAN 
WHITE INFORMED ACTING DCM AND CHIEF ECON SECTION AUGUST 5 
THAT SPCC AND GOP HAD SIGNED AGREEMENT IN PRINCIPLE WHICH THESE 
COMPANY REPS VIEWED AS SATISFACTORY SOLUTION TO OUTSTANDING 
TOQUEPALA TAX CASE. THE PAYMENT OE SPCC TAX LIABILITY WILL BE 

IN DOLLARS AND WILL STRETCH OVER A TEN- YEAR PERIOD WITH INTEREST AT 

ANNUAL RATE OF 2.5 PERCENT ABOVE GOING LONDON INTER-BANK (LIBO) 

RATE. WHITE INDICATED THAT UNDER THIS SCHEDULE, SPCC WOULD 

BE PAYING OUT ABTOU $40 MILLION. BOTH SIDES 

WILL NOW CONCENTRATE ON PREPARING LEGAL DOCUMENTS TO 

FORMALIZE THIS AGREEMENT IN PRINCIPLE. 

2. COMMENT: A KEY ELEMENT OF THE AGREEMENT IN PRINCIPLE 
IS INTEREST RATE BEING CHARGED SPCC, WHICH COMPANY 
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RATES SPCC HAS TO PAY FOR ITS LOANS FROM COMMERCIAL 

BANKS. IN ORDER TO ENTER INTO SPECIFIC TERMS OF THIS 

AGREEMENT, GOP HAD TO ENACT NEW DECREE LAW (DECRETO 

LEY NO. 21573 OF AUGUST 3, 1976) WHICH SETS ANNUAL 

INTEREST RATES FOR LATE AND/OR DEFERRED PAYMENTS 

FOR TAX LIABILITIES OWED IN FOREIGN EXCHANGE AT THE LIBO RATE 

PLUS 2.5 PERCENT. THIS METHOD CONTRASTS VERY FAVORABLY WITH THE 

PREVIOUS SYSTEM IN WHICH DEBTORS HAD TO PAY INTERST AT A 

1 .5 PERCENT PER MONTH RATE. WHILE THE NEW DECREE LAW 

IS GENERAL IN NATURE AND MAY BE APPLIED TO SIMILAR CASES 

IN THE FUTURE, IT IS QUITE OBVIOUS TO PEOPLE FAMILIAR 

WITH THE SPCC CASE THAT THE LAW WAS SPECIFICALLY 

ENACTED TO ENABLE THE TOP TO REACH A SETTELEMENT IN THIS CASE 

AT AN EARLY DATE. 

SMITH 
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